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UIN Sige De Orla S reer alVisle esis 


TO THE SHAREHOLDERS 


Your Directors are pleased to submit the following report, together with the audited financial 
statements for the year 1960. 


Increased revenue from oil and gas production was responsible for a 24.5% gain in gross 
income in 1960. With the rapid development of the Swan Hills, Virginia Hills and Morse River oil- 
fields, your Company’s oil production rose from 309,575 barrels in 1959 to 372,663 barrels in 
1960. 


After providing $210,957 for depletion and $55,061 for depreciation, the Company had a loss 
of $269,064 during the year, compared with a loss of $411,017 in 1959. 


PRODUCTION Company Share 
f of Production 
Field 1960 1959 


Crude Oil and Natural Gas 
Liquid Production — Barrels 


Pembina cote e yo ee ee, ee ee 248,116 240,675 
Siti: ge ene ee i te Dis Scene eee es hy oem ee 1,159 1,196 
Svan FLU bo coarse ge ee re Nh ee 105,922 65,945 
Viontia Tlic ee ce: eee oe ae ee ee ee ee <iSee ote 17,431 2539 
IVE OT Ses RAV CB octane ot hae 1,629 = 

INGVIS (7.5 et ee ee eee eee 9,825 350 


384,082 310,505 


Averane: dally, PCOCuUCtOl: cane teen eee ee es ee 1,049 851 


Natural Gas Production — 
Thousands of Cubic Feet 


DNAS ar ee os 191 40,994 
IPOnib tinea Se Ue ee ae a ee 141,394 198 Ou 


T133305 239525 


ASVerage Cally PrOCUCtLOM) ses eee a eeeteae eee eae ere BUSTS: 657 


It is interesting to note that your Company’s oil production is concentrated in fields of rela- 
tively high potential production, such as Swan Hills, Virginia Hills and Pembina. These fields have 
been restricted because of lack of markets. In Swan Hills, for example, wells which could produce 
on the average of 186 barrels per day have been allowed to produce only 75 barrels per day. Any 
increase in markets which results from Canada’s new National Oil Policy should be reflected in 
increased income for your Company. 


During 1960 your Company participated in development drilling of 34 oil wells in Virginia 
Hills, 31 oil wells in Swan Hills and 1 oil well in Morse River and excellent results were obtained. 
In the Virginia Hills field, one well on production test flowed at the rate of 1204 barrels per 
day against a back pressure of 500 p.s.i.g. through a 16/64” choke. In Swan Hills a production 
test flow rate on one well was 600 barrels per day against a back pressure of 675 p.s.i.g. through 


a 16/64” choke. All wells in both fields tested well above production allowables even though test 
rates were artificially restricted. The Morse River well flowed at 388 barrels per day against a back 
pressure of 195 p.s.i.g. through a 22/64” choke. 


It is estimated that your Company has about 50 proven well locations yet to be drilled in 
Swan Hills and possibly 5 in Virginia Hills. 


In the Pembina field, successful water flooding has reduced gas-oil ratio penalties on your 
Company’s production. We are thus able to report an increase in production from Pembina. 


The gross and net well position of the Company, by fields, at December 31, 1960 was as 
follows: 


Gross Wells Net Wells 

OIL 
Pembina: ( | :) semis Seow ee 612 20.19 
SUNCT Gerais set Wha, Ses eeriviene er a ee on ; 1 .46 
SOVaTl v1 Ll sips = eels oe ce Oe es sie ene 74 5.36 
WArallaV ee) © Olle 2 aes a ene oer gare eee BOernvben eee s 37 iL AS 
In Kepeevey WRURY Se 4 .20 
728 27.62 

GAS 
ING VIS iC, eet ail Lr natn os en a ae 14 98 
INGA ANASSE ISARIROHIOS 1 .03 
15 1.01 
Tee) DE ee ee es, ee ee 743 28.63 


(1) Unitization in Pembina has resulted in the Company contributing its interest in 28 wells 
to the Unit and, in return, receiving an interest (approximately 1.2% ) in 576 wells. 


(2) Unitization in the Nevis field has resulted in the Company contributing its interest in 5 
wells to the Unit and, in return, receiving a 5.6% interest in 13 wells. 


EXPLORATION 


The Company participated in the drilling of 7 exploratory wells in 1960 of which 1 found 
gas, 2 found oil, and 4 were dry and abandoned. 


In the Morse River area, where your Company has a 5% interest in 71,680 reservation acres 
and 10,240 lease acres, 2 successful follow-up wells and 2 dry holes were drilled. While the thick- 
ness of pay zones was not spectacular, the successful wells in Morse River are nevertheless excellent 


producers. 

Following the discovery of natural gas at Celibeta No. 2 at Celibeta Lake located in the North- 
west Territories, your Company participated in exploratory drilling during the 1960-1961 winter 
drilling season. Two exploratory wells were unsuccessful. Further tests are planned on this 
1,256,016 acre reservation for the coming 1961-1962 winter season. 


Early in 1961 an exploratory test was commenced on certain lands in Alaska in which your 
Company has a .38% interest. 


The Company’s exploratory acreage as at December 31, 1960, is set out below: 


Reservations 
P. & N.G. Leases and Gas Licenses Total 
AREA Gross Net Gross Net Gross Net 
Al Deitigs ee ne eee 171;470. 12,720 147.2008 65731 318,670 19,451 
PUP ¢ ean Ree eee eee 58,933 58,933 — — DO. 205 Do woe 
Northwest. letritomes 2 3 — — 1,256,016 31,400 1,256,016 31,400 


230,403. 71,653. 1,403,216 38,131 )1633,619) s109°784 


The Company participated in drilling during 1960 as follows: 
Wells Drilled 


Oil Gas Dry Total 

Development 

COUOSS rete coe cere a ere 66 — — 66 

Netas4 We Sede LO Tee DEN BOE cee te Le he S57, — — aie 
Exploratory 

CSS er ee 2: 1 ~ i) 

INGE Gok nat eee, ne on) ee 10 .03 19 32 
SE OU a yee ee eS ee 

OSS, Ss a ea ee, ee 68 1 4 73 

INC ee Be ee en 3.67 .03 19 3.89 

RESERVES 


A summary of the Company’s oil and gas reserves as at January 1, 1961, as prepared by 
McDaniel Consultants Ltd. is shown below, together with the estimate prepared at April 1, 1960. 


January 1,1961 April 1, 1960 


CRUDE OIL RESERVES (BARRELS) 


Proven: Develoncd 225... ee ese ho. a ae eee ee ee 10,139,000 8,153,000 
Proven. Uindevele pec eee te es ee ee 1,373,000 3,160,000 
Prooable Additional mesa a een 12,081,000 13,196,000 


23,593,000 24,509,000 


NATURAL GAS LIQUIDS (BARRELS) 


Proven! Developed 2s 25 2 ae ee eee eee 410,000 215,000 

Proven Undeveloped ass ee — 208,000 
PrOUaC LC NOUIUON AL eee ce ere ee ee —_—- — 

410,000 423,000 

-Lotal Crude Oil and UNatural’ Gas iqiids men 24,003,000 24,932,000 


NATURAL GAS (MCF) 


Proven. Developed 5. 5 ees se ee aed ee 27,384,000 13,420,000 
Proven, Undevelopedig: 2 Pegg) stan eects ee — 13,000,000 
Probables Acditicial bc oes ee pee ee ee ee 502,000 — 


27,886,000 26,420,000 


The majority of the probable additional crude oil reserves shown on the above table are pred- 
icated on the beneficial effects that may be obtained with the institution of pressure maintenance. 


The remaining crude oil reserves in this classification were estimated on the basis of probable 
additional field areas. 


FINANCIAL 


Gross income during the year 1960 amounted to $995,854 compared with $799,737 in 1959. 
Oil production increased from 309,575 barrels in 1959 to 372,663 barrels in 1960. This increased 
oil production, together with the first gas sales from Nevis amounting to $96,643, accounted for 
the 24.5% increase in gross income over the previous year. 


The year’s operations, after providing $210,957 for depletion and $55,061 for depreciation, 
resulted in a loss of $269,064. 


Capital expenditures, including dry hole costs, were $784,813 as compared with $1,407,833 
in the previous year. In addition, the Company acquired 32,800 Class A shares and 16,200 Class 
B shares of Home Oil Company Limited at a cost of $423,929 in 1960, or an average cost of 
$8.65 per share. 


HOME OIL COMPANY LIMITED 


Your Company is the largest shareholder in Home Oil Company Limited, owning 845,106 
Class B voting shares and 32,800 Class A shares, at December 31, 1960. This holding of Class B 
shares represents 36.0% of the outstanding Class B shares of that Company. Because of the im- 
portance of your Company’s interest in Home Oil Company Limited, we have included on page 11 
a special report on its activities during 1960. 


Respectfully submitted on behalf of the Board 


(Ja. Ose, 


PRESIDENT. 


Calgary, Alberta, 
April 5, 1961. 
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Consolidated Balance She 


(WITH COMPARATIVE FIG 


Assets 
1960 1959 
CURRENT ASSETS 
OES ype x Oe Ie Rarer Ae ase ey I BRIE SMe ind ene xr $ ITS 1G67, $ 54,389 
ACCOUNTS TOCCIV able) a sen ce eee kee ee ee ee oe 29,851 27,863 
41,018 $2,202, 
INVESTMENT IN HOME OIL COMPANY LIMITED, 
at cost 
32-3007 Class A eShates nan =n ee eee 290,595 — 
845,06" GL959 — = 628.906) Class Basnates eee eens 6,663,404 6,530,070 
6,953,999 6,530,070 
PROPERTY, PLANT AND EQUIPMENT, at cost 
Petroleum and natural gas leases and 
rights together with development 
and equipment thereon 
PLOGUCii et -ereetetente SNe «org aie Rene Lay eee 3,193.00 7,720,374 
Less accumulated depletion and depreciation (25135570) (2,274,324) 
INOM=ptOCUiCiiii ee ee eee ee ee 768,892 860,467 
7,050,259 6,306,517 
OTHE RASS.) Smee be pee eee eee ee ee ee 19,910 _ . 17,542 


$14,065,186 $12,936,381 


The accompanying notes to financial statem 


, LIMITED 


MPANIES ACT OF CANADA) 


COMPANY 


as at December 31, 1960 


FOR THE PRIOR YEAR) 


Liabilities 


CURRENT LIABILITIES 


ine-togbank——secored 63 a 
Accounts payable and accrued charges 
Due to affiliated company —______._. 


CAPITAL STOCK AND DEFICIT 


Capital stock 
Authorized 
10,000,000 shares of no par value 
Issued and fully paid 
8,485,104 shares 


IDElIC Pet astAle ICME AULAC CC coer ee 


Approved on behalf of the Board: 


(Ja Qe) 


Director 


A1TA«K C GOVTELR 


Director 


are an integral part of this balance sheet. 


1960 1959 
$11,254,394 $10,097,624 
162,442 140,120 
67,122 132,437 
11,483,958 10,370,181 
7,724,255 gf 243255 
5,143,027 5,158,055 
2,581,228 2,566,200 | 
$14,065,186 D2. 930.501 
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Consolidated Statement of Income 


FOR THE YEAR ENDED DECEMBER 31, 1960 


(WITH COMPARATIVE FIGURES FOR THE PRIOR YEAR) 


1960 1959 


INCOME 
Sale/of oil and ‘gas production .e=. eee ne ee $985,719 $ 7583370 
Othér ‘income ne Shes aoe Res oe ie ee 1OlE35 41,367 
995,854 799,737 
EXPENSE 
OPerating) EXPenSe waceeee eet ete Ole eee nee ene eee 220,808 173,840 
Generalcand: administrative: expense? ae see eee 53,450 63,255 
Non-producing properly experi sc eeu muss ee ee 12,364 25,724 
Surrendéréd: leases. 22 see Be Fae ee 21,000 4,678 
Explorationsand dryihole: costs 2. 2 as ee ee 47,941 47,330 
Depletion ob producine !propertics === ee 2109 35ih 242,483 
Depreciation Ol MeC Up Ine Nt ae ee ee 55,061 35 1o9 
interest expense: oe) = 2 ee ee ee ee 620,183 540,245 
1,241,771 1,210,754 
Loss-fromig © Peritions saeco een ene 245,917 411,017 
OTHER DEDUCTIONS 
LOss On Sale<Or Vestine Isa cesta eee eee 23,147 — 
LOSS«forathet: year es es ee ee, eee $ 269,064 $ 411,017 


The accompanying notes to financial statements are an integral part of the above statement. 


Consolidated Statement of Deficit 


FOR THE YEAR ENDED DECEMBER 31, 1960 


BALANCE asiat January: 1.6 L960 yo eee oe eee $5,158,055 
Deduct: 
Adjustments in respect of prior years 
Depreciation sINGte <1) ae a ee $320,362 
Less: Ofnemead|UStment yee ee ee 36,270 284,092 
4,873,963 
Add: 
Doss: for thes veer ieee sa ee ee ee 269,064 
BALANCEvas atyDecem ber: o17) 9 GU. eee een $5,143,027 


The accompanying notes to financial statements are an integral part of the above statement. 


Note 1 


Note 2 


SNe Do Oe Seer il l\Villeleee 
AND SUBSIDIARY COMPANY 


Notes To Financial Statements 


AS AT DECEMBER 31, 1960 


Accounting Policies 


Exploration expenses are charged to income as incurred. Lease bonus acquisition 
costs are capitalized and the carrying charges of both producing and non-producing pro- 
perties are charged to income. The capitalized cost is charged to income if a lease is 
surrendered. The cost of drilling a productive well is capitalized and the cost of an un- 
productive well is charged to income when determined to be dry. The cost of producing 
leases and drilling costs of producing wells are depleted using the unit of production 
method based upon estimated recoverable quantities of oil and gas as determined by the 


Company’s engineers. 


During 1960, the Company carried out a review of its depreciation policy. In prev- 
ious years provision had been made at rates (applied on the declining-balance method) 
substantially equal to the maximum permitted for income tax purposes. The review 
established that such rates were excessive and new rates (to be applied on the straight- 
line method) were established based upon the estimated service life of each group of 
assets. These rates and this method were used in providing depreciation for the year 
1960 and a retroactive adjustment was made for prior years; such adjustment resulted 
in a credit to Earned Surplus of $320,362. The change in rates and method of calculat- 
ing depreciation had the effect of reducing the provision for the year 1960 by $101,786. 


Executive Remuneration and Legal Fees 


In arriving at the loss for the year the following charges were included: 


EXECUUIVe TEMUNETANON ase eee ee ee $7,200 
Directors, [CCS \ ee ee ee 3,600 
Vecaltices 3. te a ee Dsi72 


U' Nig EDS Oc Sola Villas ED 


PNGIORORSY IME POR 
Ke) Vislz SlavNRS TOL DER 


We have examined the consolidated balance sheet of United Oils, Limited and 
its subsidiary company as at December 31, 1960 and the consolidated statements 
of income’and deficit for the year then ended and have obtained all the information 
and explanations we have required. Our examination included a general review of 
the accounting procedures and such tests of accounting records and other support- 


ing evidence as we considered necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet and consolidated 
statements of income and deficit were prepared in conformity with generally ac- 
cepted accounting principles applied (with the explanation contained in Note 1 to 
Financial Statements regarding a change in method of providing for depreciation) 
on a basis consistent with that of the preceding year and are properly drawn up so 
as to exhibit a true and correct view of the state of affairs of United Oils, Limited 
and its subsidiary company as at December 31, 1960 and the results of their opera- 
tions for the year then ended, according to the best of our information and the 


explanations given to us and as shown by the books of the companies. 


RIDDELL, STEAD, GRAHAM & HUTCHISON 
Chartered Accountants. 


Calgary, Alberta, 
March 24, 1961. 
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HOME OIL COMPANY LIMITED 


The following are the highlights from the annual report of Home Oil Company Limited: 


During 1960, Home Oil reported an increase of almost 100 per cent in natural gas sales to 
more than 11 billion cubic feet while sales of natural gas liquids increased from 47,622 barrels 
in 1959 to 241,180 barrels. Both gains were attributed to the completion of the Carstairs and 
Nevis gas processing plants. 


A slight decline was reported in crude oil production, from 7,227 barrels per day to 7,190 
barrels per day. However, when natural gas liquids production is taken into account, the Com- 
pany had a daily average production of 7,849 barrels compared with 7,357 barrels. 


Gross income for the year amounted to $9,332,041 as compared with $7,843,375 in 1959. 
The increase in gross income of 19% was a result of an increase in sales of natural gas and natural 
gas liquids and an increase in income from investments. Net income before deducting deprecia- 
tion, depletion and surrendered leases, amounted to $1,425,015 in 1960 as compared with 
$1,812,254 in 1959. After deducting all charges to income there was a net loss of $681,000 in 
1960, compared with a net loss of $762,822 in 1959. 


During the year the Company completed the sale of $20,000,000 6% Convertible Subordi- 
nated Debentures due in 1975 and convertible into a maximum of 740,741 shares of Trans-Canada 
Pipe Lines Limited owned by the Company. It also sold $10,000,000 (U.S.) 612% Secured Bonds 
due January 31, 1975. In addition, as at December 31, 1960, the Company completed the sale of its 
producing interests in the Redwater field for a cash consideration of $7,000,000 the proceeds from 
which were received on March 15, 1961. 


Home Oil participated during 1960 in the drilling of 30 exploratory wells, of which 10 
found either oil or gas. New gas discoveries were made at the Home-Pacific Knappen well; at the 
Climax well near Crossfield; and at the Home-Signal-C.S.P. well near Celibeta Lake in the North- 
west Territories. Stepout wells extended the proven limits of fields in the Carstairs and Enchant 
areas. 


For the first time, the Company’s Swan Hills field became its most productive source of oil. 
From the Swan Hills-Virginia Hills-Morse River fields, it produced a total of 546,246 barrels com- 
pared with 299,605 barrels in the previous year. A total of 34 development wells were drilled in the 
Virginia Hills field and 31 in Swan Hills during the year. 


The Carstairs gas processing plant went into operation in February, 1960, with a design 
capacity of 66 million cubic feet per day of pipeline gas. Home Oil had an interest of 39.5% in 
the plant and in the Carstairs unit at year end. Plans were recently completed to process gas at 
Carstairs from the nearby Crossfield field. This will require that the plant be more than doubled in 
size. When expansion is completed late in 1961, it will be able to deliver 100 million cubic feet of 
specification gas per day from Carstairs and 98 million cubic feet per day from Crossfield. 


Unitization of the East Calgary field and completion of a processing plant will permit Home 
Oil to market additional volumes of gas to the United States late in 1961. It is also planned to 
market gas from the Sarcee area near Calgary. A recycling plant to permit natural gas liquids to 
be sold from the Harmattan-Elkton field is being planned. 


it 


Work on revitalizing the Turner Valley field proceeded according to plan. Home Oil now 
operates the entire northern unit of the field, containing 104 wells. Additional water flood equip- 
ment was installed and the Company is now injecting 13,000 barrels per day into the Turner Valley 
reservoir. Water flooding has been a definite success in the Pembina field and the Company is 
confident that it will produce highly favorable results in Turner Valley. 


The Company’s Pipeline Department reported another most successful year. Its wholly owned 
Cremona division had an average daily throughput of 10,967 barrels a day, a new record. This 
compared with 10,155 barrels a day in 1959. 


Federated Pipe Lines Ltd., owned 50% by Home Oil, also had its most successful year. From 
5,185 barrels a day in 1959, its daily average throughput increased to 19,654 in 1960. The rapidity 


with which this system is growing is illustrated by the fact that it handled an average of 30,133 
barrels per day during the month of December. The main Federated line was looped in two stages, 


for a total of 78 miles, during the year. The gathering system is now connected to 62 oil batteries in 
the Swan Hills, Virginia Hills, Judy Creek, Judy Creek West, Carson Creek North and Deer 
Mountain fields. It delivers oil from these areas to Edmonton, 130 miles to the south east. 


The reserves of Home Oil as at January 1, 1961 are estimated by McDaniel Consultants Ltd. 
as follows: 


Proven Proven Probable 
Developed Undeveloped _ Additional Total 
Crude Oil Reserves” (Barrels )) 2 = $8,238,000 7,347,000 86,802,000 152,387,000 
Natural Gas Liquids (Barrels) —_ 8,582,000 835,000 117,000 9,534,000 
Natural:Gase(M:C. F<) tne eae es 459,271,000 45,207,000 8,407,000 512,885,000 


The Company increased its investment in Trans-Canada Pipe Lines Limited by $4,699,110 
in 1960. It now holds 1,081,573 common shares and $7,140,000 in 5% % Subordinated Convert- 
ible Income Notes, due 1987 (convertible after July 1, 1964, into common shares at $15 per share). 


Trans-Canada Pipe Lines Limited, of which Home Oil owns approximately 19 per cent of 
the common shares, reported the commencement of gas export to the United States and a continued 
substantial increase in sales during the year. A construction program was finished which included 
the installation of eight new compressor stations to help meet the steadily growing demand for 
natural gas. 


Trans-Canada’s sales in 1960 totalled 127.5 billion cubic feet, an increase of 71 per cent over 
1959 sales of 74.5 billion cubic feet. Highest monthly sales were reported in December when 17.95 
billion cubic feet were sold, 81 per cent more than the sales of 9.9 billion cubic feet in the same 
month of 1959. Maximum sales for a single day occurred December 22 when 639 million cubic 
feet were sold, 78 per cent more gas than the 1959 maximum day sales of 359 million cubic feet. 
As a result of these increased sales Trans-Canada, at year end, was operating on a profitable basis. 
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